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(b) Liability for discrepancy. When a 
transfer is not physically supervised by 
a Customs officer, the operator will be 
relieved of responsibility only for the 
merchandise in a zone in the condition 
and quantity as shown on the entry, 
withdrawal, or other appropriate form. 
The operator will be relieved of respon-
sibility only if it receives the signed 
receipt on the document of the im-
porter or the carrier named in that 
document. The responsibility of the op-
erator may be adjusted by any discrep-
ancy report made jointly by the oper-
ator and the bonded cartman, 
lighterman, or carrier, or the importer, 
and signed by the above or an author-
ized representative within 15 days after 
transfer of the merchandise from the 
zone. Any adjustment must be noted on 
the permit copy of the entry, with-
drawal, or other appropriate form or 
document. A copy of any joint report of 
discrepancy must be submitted to the 
port director within 10 working days of 
signing by the parties. 

(c) Time limit. Except in the case of 
articles for use in a zone, merchandise 
for which a Customs permit for trans-
fer to Customs territory has been 
issued must be physically removed 
from the zone within 5 working days of 
issuance of that permit. The port direc-
tor, upon request of the operator, may 
extend that period for good cause. Mer-
chandise awaiting removal within the 
required time limit will not be further 
manipulated or manufactured in the 
zone, but will be segregated or other-
wise identified by the operator as mer-
chandise that has been constructively 
transferred to Customs territory. 

(d) Retention or return of merchandise 
to zone for consumption. (1) The port di-
rector shall cancel any entry for con-
sumption where: (i) The merchandise is 
not removed from the zone within the 
period specified in paragraph (c) of this 
section, or (ii) the merchandise was re-
moved from the zone but did not enter 
the commerce of the U.S. in Customs 
territory and was subsequently re-
admitted to a zone in domestic status. 
If the port director has reason to be-
lieve any new entry would be cancelled 
under the provisions of this paragraph, 
he may reject the entry or demand a 
written stipulation, as a condition of 
entry acceptance, that the merchan-

dise will not be returned to a zone in 
domestic status. Merchandise covered 
by an entry which has been cancelled 
under this paragraph shall be restored 
to its last foreign status. 

(2) A component of merchandise 
which has been entered, but not phys-
ically removed from a zone, shall be re-
stored to its last zone status, provided 
the port director determines that the 
component was included in the entry 
through clerical error, mistake of fact, 
or other inadvertence not amounting 
to an error in the construction of the 
law. Such an error, including that in 
appraisement of any entry or liquida-
tion due to the above circumstances, 
may be corrected pursuant to section 
520(c)(1), Tariff Act of 1930, as amended 
(19 U.S.C. 1520(c)(1)), in accordance 
with the procedures described in part 
173 of this chapter. If the port director 
decides there has been no error, mis-
take, or inadvertence, or that the in-
formation was not timely provided, the 
component will be considered as an 
overage and subject to the provisions 
of § 146.53(d). 

(3) When merchandise which has been 
entered for consumption is subse-
quently returned to a zone for a reason 
other than that specified in paragraph 
(d)(1) of this section, it shall be admit-
ted in domestic status. 

[T.D. 86–16, 51 FR 5049, Feb. 11, 1986; 51 FR 
11012, Apr. 1, 1986]

Subpart G—Penalties; Suspension; 
Revocation

§ 146.81 Penalties. 
(a) Amount. Upon violation of the 

Act, or any regulation issued under the 
Act, by the grantee, or any officer, 
agent, operator or employee thereof, 
the person responsible for or permit-
ting the violation shall be subject to a 
fine of not more than $1,000. Each day 
during which a violation continues will 
constitute a separate offense. Liq-
uidated damages, where applicable, 
will be imposed in addition to the fine 
(19 U.S.C. 81s). 

(b) Review. All fines assessed by the 
port director under this section will be 
reviewed by the Director, International 
Trade Compliance Division, Head-
quarters, to determine whether further 
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action against the grantee or operator, 
such as suspension or a recommenda-
tion for revocation of the grant, is war-
ranted. 

[T.D. 86–16, 51 FR 5049, Feb. 11, 1986, as 
amended by T.D. 91–77, 56 FR 46115, Sept. 10, 
1991]

§ 146.82 Suspension. 
(a) For cause. The port director may 

suspend for cause the activated status 
of a zone or zone site, or the privilege 
to admit, manufacture, manipulate, ex-
hibit, destroy, transfer or remove mer-
chandise at a zone or zone site for a pe-
riod not to exceed 90 days. Upon order 
of the Board the suspension may be 
continued. If appropriate, the suspen-
sion may be limited to an individual 
user or users and not to the zone or 
zone site as a whole, or may be limited 
to a particular activity of an operator 
or user, such as suspension of the privi-
lege to admit merchandise or the privi-
lege to manufacture. An action to sus-
pend will be taken in accordance with 
the procedure in paragraph (b) of this 
section if: 

(1) The approval of the application to 
activate the zone was obtained through 
fraud or the misstatement of a mate-
rial fact; 

(2) The operator neglects or refuses 
to obey any proper order of a Customs 
officer or any Customs order, rule, or 
regulation relating to the operation or 
administration of a zone; 

(3) The operator, or any officer of a 
corporation which has been granted the 
right to operate a zone, is convicted of 
or has commited acts which would con-
stitute a felony, or misdemeanor in-
volving theft, smuggling, or a theft-
connected crime. Any change in the 
employment status of the corporate of-
ficer (e.g., discharge, resignation, de-
motion, or promotion) prior to convic-
tion of a felony or prior to conviction 
of a misdemeanor involving theft, 
smuggling, or a theft-connected crime, 
resulting from acts committed while a 
corporate officer, will not preclude ap-
plication of this provision; 

(4) The operator fails to furnish a 
current list of names, addresses, or 
other information as required by § 146.7; 

(5) The operator does not provide a 
secure facility or properly safeguard 
merchandise within a zone; 

(6) [Reserved] 
(7) The operator, or any officer, 

agent, or employee of the operator, dis-
closes to an unauthorized person pro-
prietary information contained on a 
Customs form or in the inventory con-
trol and recordkeeping system; or 

(8) The inventory control and record-
keeping system is impaired to the 
point where the identity of merchan-
dise in zone status has been lost and 
cannot be reestablished without a sus-
pension of zone operations. 

(b) Procedure—(1) Notice. The port di-
rector may, at any time, serve notice, 
in writing, upon an operator to show 
cause why its right to continue oper-
ation of a zone should not be suspended 
or why an individual user or activities 
of an individual user should not be sus-
pended, as provided for in paragraph (a) 
of this section. The notice will advise 
the operator of the grounds for the pro-
posed action and will afford the oper-
ator an opportunity to respond, in 
writing, within 15 days after receipt of 
the notice. Thereafter, the port direc-
tor shall consider the allegations and 
any response made by the operator and 
issue a decision, unless the operator re-
quests a hearing in the matter. 

(2) Hearing. If the operator requests a 
hearing, it will be held before a hearing 
officer designated by the Commissioner 
of Customs or his designee within 30 
days following the operator’s request. 
The operator may be represented by 
counsel at the hearing, and any evi-
dence and testimony of witnesses in 
the proceeding, including substan-
tiation of the allegations and the re-
sponse thereto, will be presented. The 
right of cross-examination will be 
available to both parties. A steno-
graphic record of the proceeding will be 
made and a copy will be delivered to 
the operator. At the conclusion of the 
hearing, the hearing officer shall trans-
mit promptly all papers and the steno-
graphic record of the hearing to the As-
sistant Commissioner, Office of Field 
Operations, or designee, together with 
a recommendation for final action. 

(3) Decision of Assistant Commissioner. 
Within 10 calendar days after delivery 
to the operator of a copy of the steno-
graphic record of the hearing, the oper-
ator may submit to the Assistant Com-
missioner, Office of Field Operations, 
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